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U. S. Court Rooms, Boston, Mass. 
My dear Judge Anderson: 

Following your kind suggestion T read your statement before the Joint 
New England Railroad Commitee, It is good to know that your judlelal 
isolation has not withdrawn you entirely from the world of transportation, 
Your statement is most interesting and it shows, as usual, a splendid com- 
mand of the transportation problem, I regret to say that Tam unable to 
agree with certain important conclusions which you reach, and I take the 

ty of setting forth below some of the points of difference between us, 


DEFINITION OF TRANSPORTATION 


You begin your able presentation with a more or less unsuccessful 
attempt to distinguish between “transportation” and “industry.” You say 
that a factory really changes the intrinsic value of commodities by converting, 
raw materials into finished products, but that “change of location adds no in- 
trinsic value.” Teonfess that this conclusion is strongly at variance with my 
understanding of elementary economic principles. What would be the eco- 
nomie value of California oranges if they had to remain in California? What 
would Florida strawberries be worth this time of year if they had to remain 
in Florida? How much profit would the New England shoe manufacturers 
make if the shoes could not be shipped west of the Hudson River? Why 
does New England clamor for coal all winter long if the coal is just as 
valuable at the mines as it is in Boston, and if “change of location adds no 
inherent value” to it? 

Nor is your attempt to picture our railroads merely as “highways” en- 
tirely free from difficulty. A “highway” isa lifeless sort of a thing—a mere 
roadbed over which men may travel or haul their wares if they please to do 
so, A railroad is much more than a highway. Tt is an industry which oper- 
ates a rail highway, It has a management which supplies locomotives and 
cars to haul the nation’s commerce, Tt hasan operating department 
charged with the important duty of hauling freight and passengers. It 
bends every effort toward performing the service of transportation with the 
greatest possible efficiency: and economy. How, then, can a railroad be pie- 
tured merely as a highway? Your conclusion that the railroads are merely 
highways and that they add no “intrinsic” value to the commodities trans- 
ported by them leads you to the unsound conclusion that ier are not entitled 
to “gain profits” from the service rendered by them, Railroad transporta~ 
tion is an industry, second in importance only to agriculture, and your at- 
tempt to picture it as a lifeless highway and an economic parasite can hardly 
be considered as contributing much of value to the general fund of economic 


knowledge. Unsound economic reasoning is especially unfortunate at a 
time when members of the "farm bloc” and others more devoted to special 
interests than to the welfare of the country, would even deprive the carriers 
of a fair return. A man who invests $1,000 in a good railroad is as much 
titled to a fair return on his investment as a man who invests $1,000 in a 
ood farm, and any reasoning that leads to a different conclusion is unfair, 
‘unsound and un-American, 


EMPTY HAULS 


Ie is quite true, as you suggest on page 1280 of your paper, that, there 
are wasteful routes'and empty hauls. And you are quite right that it is un~ 
necessary and unreasonable to send ears home for repairs in all instances. 
Your statement isso gunerl in characcr, however that certain matters rst 
be considered in connecti ith it. A very large percentage of the empty 
hauls ean not possibly be eliminated. “For example, there is a heavy move> 
ent of coal, as you know, from the West Virginia mines to Hampton 
Roads, much of this coal being en route to New England. Can you suggest 
‘w return tonnage for these coal ears to the mines? At this time of year fruits 
and vegetables are moving from Florida to New England in refrigerator 
cars Ghat would you send back from New England to Florida In those 
corst_When grain is flowing in large volume. to the Gulf ports it i far 
from easy to suggest a return loading from the Gulf ports to the grain felds. 
‘As longs trafic is seanona, and as long as the basic commeives are pro- 
duced in 40 many widely-scattered sections, the empty hauling of freight 
traing ip inevitable, 

Nor may we safely conchide that it is necessarily an economic waste 
to haul shoes from New England to the west while shoes are movin from 
the west tothe east. In any event it is not funy to be pictured as an co- 
nomic waste for whieh the railroads are responsible. Would it be a. wise 
wolicy to requir that all of New England's shoes be sold inthe eas and that 
all manufactured in St; Louis be sold in the Missssinpt Valley? 
Should you like to have the task of defining the territory of distribution for 
each group of shoe manufacturers? Do you think it would be sound policy 
to define by taw auch territory of distribation? 

‘The suggestion throughout your statement that many routes are wayte= 
{ul and unnecessiry is also subject to important qualifications, Iilinformed 
persons think tha iis wasteful to have more shan one ral route between 

‘ew York and Chicago, but the truth is that all the routes that exist were 
barely able, even under federal control, to handle the traffic offered. Nor 
in a circuitous route necessarily a wasteful route, As a matter of fact, the 
circuitous routes from New England to the west through Canada are most 
valuable to New England shippers, who cling tenaciously to them because 
they are the cheapest routes available, Tt not infrequently happens that the 
cheapest and most expeditions route between two points is a elreuitows 
Toute, and such routes ar often selected hy shippers because of the saving 

ected. 


1S TRAFFIC DECLINING? 


One of the most unsound and most dangerous thoughts expressed in 
your state i tat ralrod trafic ms shae oe decining’ ‘The danger ot 
ihis novel and startling conclusion lies in the fact that if'you are right. we 


should provide no additional railroad facilities, at least in substantial amount. 
Ivis strange that your theory should be announced at a time when the whole 
nation is crying for additional cars and additional locomotives, and at a time 
When the best information available points to a serious car shortage in the 
ear future. 

Your error lies in the fact that you have relied very largely on the year 
1921 for comparative purposes. was a sub-normal year, a year of 
unfavorable business conditions. The subject with which you ‘are dealing 
is too lage and too important to pick out one depressed year and compare 
it with certain prosperous years which preceded it. Commissioner Eastman 
said in a recent dissenting opinion (77 1, C. C. 140): 


“The majority are impressed by the fact that in the two years 
which have elapsed since our original denial of the supplemental appli= 
Cation on Jane 4, 1920, no independent steamship service has beta 
established: * * *' They’ fail to bear in mind that these two years of 
acute buyiness depression, in which all earriers have suffered from los 
‘of traffic and establishment of any new enterprise has been fraught with 
‘great difficulty, Pessimism born of experience in such a period ought 
not to govern the future,” 


Yet your pessimistic conclusion that traffic is bound to decline is based! 
almoxt wholly on the figures for the year 1921, one of the years of depres 
sion to which Commissioner Eastman refers, 

‘The trend of the volume of traffic ean be intelligently studied only by 
otierving the fates for a substantial period, To take the yeas 1800, 
1990, 1910, and 1920, as showing the trend by decades, is much more reliable 
thin the method you have employed. ‘The number of ton-miles of revenue 
freight handled in these four years is as follows: 


76,207 047,208 
141,599,157,270 
255,016,910,451 
413,698,748,713 


‘The figures for 1890 and 1900 include switching and terminal com- 
panies, which are not included in the figures for 1910 and 1920. 

Do, you find auything in these figures to support your conelusion that 
{reight traffic is statie or declining and that it is unwise and wasteful to pro- 
vide addtional rairond facies? I the trend downward, or “static”? 

Similar figures showing the trend of passenger traffic are as follows, 
the figures indleating the nuraber of passenger-miles: 


1990. 11,847,785,617 
1900 160391007217 
1910 32,338,496,329 
1920 47 36.905 886 


‘Those figures do not indicate a “pretty regular diminution of revenue 
passenger miles,” as suggested on page 1298 of your statement; nor do they 
support your statement on page 1301 that “‘in spite of verbase excuses, 1921 


fast be considered a far test of what corporate management cat doin rail 
transportation.” ‘The plain truth is that 1921 is a most unfair test. 

Che freight traffic in 1920 was more than 440 per cent greater than in 
1890, and the passenger traffic was more than 30) per cent greater. Not 
tmly do Viese Sgures fol your copclasion that trafic 16 declining, but they 
clearly explain why our mutual friend Dr. Lorenz is unable, as explained 
jn your paper, to agree with your coricusion on this important matter. 

‘The investment in road and equipment has not kept pace with the in- 
creased traffic, ‘The figures are as follows: 


$7755,387,381 


1890 
1900. - 10,263,313,400 
1910. . 14,557 816,009 
1920... 5 + 19,849,451,638 
‘The investment for 1920 is 156 per cent greater than the corre= 


sponding figure for 1890, while the volume of freight traffic handled was 
440 per cent greater. This indicates a more and more intensive use of ex= 
‘sting equipment, and the figures do not by any, means indicate that there 
Nave een, generally speaking, “wasteful” and “extravagant” investments 
in railroad facilit 

‘Your pessimistic conclusion with respect to the future volume of traffic 
is based in part on your, prediction that, “coal tonnage should, and. wil, 
diminish and not increase.” 1f you are talking about the far distant future 
1 do not feet qualified to debate with you. If you are talking about the 
present and the immediate future the only figures available do not support 
you, but show, on the contrary, a steady and healthy increase, ‘The produc- 
tion of anthracite and bituminous coal by calendar years, in gross tons, has 
been as follows: 


Anthracite Bituminous 
31,221,353 189,567,957 
0,242,560 201,632,276 
36,940,710 232,336,468 
66613454 252;454,775 
65,318,490 248,803,204 
69,330,152 281,306,058 
63,645,010 306,138,274 
76AS2A21 352,463,493 
74,347 102 296,941,021 
64,619,865, 339,057,372 
75.433,240 372,420,663 
80,771,488 362,417 017 
75,322,855 401879448 
81,718,680 174,372 
81,000,631 377/414,259 
79,459,876 395,200,380 
78,195,083 448,678,288 
88,939,117 492,620,146 
88,237,575 517,308,768 
78,501,931 408,908,482 


80,082,175 496,975,892 


rm, —_ 


The limited supply of anthracite available, and its use largely as a do~ 
mestic fuel, make it not unreasonable to assume that there will not be a 
substantial increase in anthracite production, and the figures for recent years 
seem to support that conclusion, but bituminous coal, which is far more im= 
portant than anthracite to most of the railroads, shows a very substantial 
increase which is likely to continue over a long period of years, 1 do not 
discount the importance of your suggestion that hydro-electric power and : 
the production of electric power at the coal mines may in years to come 
tend to limit the quantity of coal shipped by rail, but a transformation of 
this kind can not be brought about over night, and while you are specu- 
Jating about what may happen in the remote future the railroad manage- 
ments must provide locomotives, cars and terminals with which to handle 
the ever-inereasing volume of coal tonnage. It is a condition, and not a 
theory that confronts the railroad managements of today, and whatever the 
theory may be, the fact is that the locomotives and cars now available fafl 
short of nigeting the current demands for transportation. 

LEven if the coal tonnage does decline, which is most improbable so far 
as the near future is concerned, it is not unlikely that we shall still have 
some tse for our railroads. The increase in the total output of manufactures 
in this country, has been as follow 


1900... sreeese $11,407,000,000 
ADT bach aesaebadec ay seeeee 20,672,000,000 
1020 2... sesetestreeereee® 62,500,000,000 


‘OF course the railroads haul most of the raw materials to the factories, 
and haul most of the finished products to the consuming markets. The above 
figures mean, therefore, a remarkable growth in railroad tonnage, Do you 
thnk that manufacturing in the United States is apt to decline in eoming 
years 

‘The total produetion of grain in the United States in bushels has, been 
as follows, the figures being taken from the Agricultural Yearbook for 1920; 


1870... 
1990... 2. 
POW es reset seg 
1920... 


seeeres 1)629,028,000 
+ 2,518,261,000 
seeeeee 4,934,049,000 
seeeeeeees 5,B30,681,000 


Grain, as you know, is one of the most important and most profitable 
classes of freight handled by American railroads, You will observe that 
the total volume has more than doubled since 1890. Do you predict a decline 
in farming in the United States, or do these figures indicate that a decline 
is in progress? 

Then, too, the average haul is increasing. In 1900 the average haul 
was about 182 miles; in 1911, about 258 miles, and in 1921, 326 miles, In- 
crease in the average length of haul coupled with an increase in the num- 
ber of tons handled means more locomotives, more cars, more and larger 
terminals, and a general expansion of the whole transportation machine. 


UNITS OF TRAFFIC PER UNIT OF INVESTMENT, 


‘Your statement on page 1297 to the effect that “revenue ton miles per 
$100 of investment for the past five years was nearly static” is apt to 
a false impression, Here again you have fallen into the error of stressing 
the period following the war when the whole country has been trying to get 
on its feet. I think your presentation on this point would have been fairer 
if you had shown the figures as far back asthe year 1890, instead of using 
only. part of the table shown on page 227 of the report of the Joint Com- 
aission of Agricultural Inquiry, “The figures by five-year periods are as 

jollows: 


Unity of Trattic per'$100 of Investment 
‘Tou-miles—Passenger-miles 


O88 153 

980 137 

1380 156 

1560 19 

1782 2 

1589 186 

2085 239 
These figures give an impression quite different from that given in your 
statement. The truth is that the railroads of this country handled more than 


twice ax much freight traf and $$ per cent more pamenger trac per 
unit of investment in 1920 than in 1890, and the figures show a steady im 
provement in this respect throughout the thirty-year period with the single 
exception of the period following the war, upon which you exclusively rely 
for the conclusion which you reach. It is good to know that Dr, Lorena 
disagrees with you on this point also, 

Tt is true that the cost of transportation has increased, but you know 
quite well that these increases in cast have been almost entirely beyond the 
control of the earriers.* ‘The increase in transportation costs has not been 
disproportionately great. From January, 1916, to August, 1920, freiglit 
rates Were iniereased somewhat more than 100 per cent. During the sane 
period farm prices inereased well over 200 per cent. In 1900 the freight 
revenue of Class I roads constituted 92 per cent of the value of the mani 
factures; in 1920 it was 6.9 per cent, 


TRANSPORTATION BY AUTOMOBILE, 


‘Your study of the tremendous growth in the automobile industry lends 
you to the conclusion that the railroads are falling behind, and you at least 
‘suggest that the time is rapidly approaching when there will not be much 
left for the railroads to do, I have no desire to discount the importance of 
the antomobile, whose development. constitutes one of the most romantic 
chapters in the history of American industry 

To assume that the automobiles are hurting the railroads because you 


One of the Inryont stems im increased cost is wages, T do not desire at thie time 
to enter upon a discussion of the rallroad labor problem, but wil simply may that figuron 
recently obtained from the Departwent of Labor ahow quite eonclunively that railroad 
Tabor as whole ts not overpaid compared with wages In analogous traes. 


and some of your friends now and then take a ttip to the White Mountains 
by automobile seems to me, with all respect, to take a very narrow view 
of the matter. ‘The automobile in which you ride to the White Mountains 
probably was shipped by freight (at first class rates) fram Detroit to Boston, 
paying much more reveriue to the railroads than your combined passenger 
fares would have aggregated. ‘The tites with which your automobile are 
equipped were shipped by rail to the point of assembly, or to Boston, Your 

foline itoves to Boston hy tail Latmaber and other thaterial used ia bail: 
ing automobile factories and garages moves by rail. All the raw. material 
foving into the automobile factories, including coal, moves by rail ‘Your 
hardware factories in New England are constantly shipping auto parts to 
Detroit by rail. ‘The general manager of the National Automobile Chamber 
of Commerce estimates that the automobile carload freight in 1922 was 
approximately 400,000 cars. In October, 1922, the automobile industry 
shipped 26,980 carloads of freight, as compared with 17,808 cars in October, 
1921, You and your friends will have to make a good many trips by auto 
to the White Mountains to offset that treniendous volume of freight, ‘The 
ruth is that there has been no industry developed in this country in recent 
‘years which has s0 swelled the volume of railroad freight and railroad earn 
ings as the automobile industry, 

You mention the quantity of freight moved by automobile trucks, It 
is estimated that the motor truck ton mileage is 6,480,000,000 per annum, 
Tn 1920 the railroad ton mileage was 413,69S,000,000. ‘In other words, the 
truck ton-miles were about 1.5 per cent of the railroad ton-miles, ‘And 
most of the truck tonnage was short-haul business, of which you have 40 
much in New England, which has long been known to be relatively wn- 
reimunerative to the railroads. It is a good thing that they lost most of it, 

In this connection we should not overlook the point, so effectively 
brought out by Mr. Gerrit Fort, that it seems to be our present policy to 
provide public highways for the trucks over which they can haul freight 
‘without paying anything for the use of the roadbed except a nominal sim 
expended for licenses, whereas the railroad highway must be built and 
maintained by private funds and at the expense of the railroads, This is not 
fair competition. ‘The trucks should be required to pay a reasonable part 
of the expense of maintaining the roads over which they run, Not only. do 
e-teauie the riloads 1 pay these expenses but we tax them very heavily. 
I was much impressed with this part of your article, which shows that the 
taxes paid by the railroads for two years would pay the entire cost of the 

ai 


INEFFICIENCY AND MISMANAGEMENT. 


‘You speak rather disparagingly of the railroad managements as. “cor- 
poration shells.” You say that the boards of directors “cari not function as 
efficient factors" and that the railroads seem to be “without fact-facing, con- 
structive statesmen among their managers.” You say that “in organization 
and personnel they are poorly equipped.” 

Coming from one of your position and experience this seems like a very 
serious indictment, and it is unfortunate that it is not supported by facts. 
Tt may be true that the “statesmen” to be found among railroad manage- 
ments are not more numerous than in ather Hines of industry, but ate they 


a 
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less numerous? Is it your opinion that we have in the steel business, or the 
shoe business or the coal business, men who rank higher as capable execu- 
tives than Mr. Rea, Mr. A. H. Smith, Mr. Daniel Willard, Mr, Markham, 
judge Lovett, or Mr. Kruttschnitt? I think you will go a long distance 
fore you will find in any industry a group of executives of greater ability 
or broader vision than the executives of American railroads. 

And the question whether the railroads are efficient or inefficient must 
be decided, not on the basis of loose generalizations, but upon the results 
achieved. "For the first seven months of 1922 the railroads handled 35,- 
828,000,000 more net ton miles of freight with 41,270,000 less freight train 
miles than during the same period in 1914. For the year 1920 the record 
performance of 447,278,000,000" ton miles was achieved with 10,100,000,000 
less train miles than were required to handle -440,000,000,000 ton miles in 
1918, when the railroads were operated, not by wasteful, inefficient and in 
competent private managers, but by the government of the United States, 
‘The ear loadings for December represent the highest December period in the 
History of our railtonds, These figures point to effieney, and not to 
inefficiency. 


THE INTERSTATE COMMERCE COMMISSION A 
BUREAUCRACY, 


Your reference to the Interstate Commerce Commission as “a huge 
bureaucracy in Washington” is unwarranted and unfair. You say that the 
Commission is “unadapted to the performance of many of the duties now 
imposed upon it,” and that it is “increasingly inefficient.” ‘These unjust and 
unfair accusations would be less apt to have a harmful effect did they not 
come, from one occupying such a high position, and formerly a member of 
the Commission, I challenge you to name any government bureau or de- 
partment in this or any other country which ig conducted with greater effi 
ciency than the Interstate Commerce Commission, The word “burean- 
connotes a narrow and rigid routine, whereas you know full: well 
that there is no judicial or quasi-judicial tribunal in the country where mat. 
ters are more fairly and openly considered, or where a more honest attempt 
is made to arrive at the real equities of case, than in the Commission, 
You know full well that matters are not decided there by rule of thumb, 
or by a process of routine, but that all important matters are decided in con- 
ference and with the fullest possible discussion among the members of the 
Commission. It hag more important problems to decide than any other 
administrative body in the country, and it is the best judgment of those in 
close touch with the Commission that it is performing its task efficiently, 
honestly and intelligently. 

T shall not undertake to discuss the remaining points in your interesting, 
and valuable paper, with some of which I am in full accord, 

Jowittt the conelisions reached in your paper T would substitute the fol 
lowing: 

1, All the statistics available point to a steady growth and expansion in 
‘America’s industry and commerce, with an ever increasing volime of traffic 
for the railroads. 

“Tew figures aro from Donald D. Conn, who was Chiet of the Transportation 
Division of the Joint. Commiasion of Agricultural Taquiry. ‘They apparently inelade 
switching and terminal companice, 


2. The railroads are industries, second in importance only to agriculture, 
and increasing the economic value of commodities quite as much as other 
industries. 

3, So long as the transportation industry is financed by private capital 
and managed by private corporations, and so long as the earnings and many 
‘of the expenses are limited or fixed by government authority, those who 
invest their capital in the railroads are entitled to a return thereon fairly 
commensurate with the return on private capital available to investors in 
other industries. 

4. Not only are you entirely wrong in your statement that the return 
of three and a fraction per cent earned by the railroads in 1921 indicates 
the best that they are able to do under private management, but as this is 
being written figures are being published showing that the railroads are now 
earning nearly the full return contemplated by law. 

5, This great Nation needs an ever expanding transportation system. 
Even today, as this is heing written, we are threatened with a car shortage 
and the transportation facilities generally are, if anything, less than adequate 
to meet the Nation’s reasonable requirements. 

6, Statistics prove conclusively that the railroads are being operated 
with constantly increasing efficiency. 

7. Increase in the cost of transportation has been relatively fess than 
the increase in the cost of most basic commodities. 

8, Our policy for the future should be to recognize the indispensal 
of the railroads to American industry, to see that the railroads do not lag 
behind industry in their growth and development, to provide necessary suy 
plies of new capital required for the reasonable expansion of railroad factli- 
ties; and to provide earnings for the carriers sufficient in amount to insure 
their growth and development as efficient national transportation agencies, 

T have written at some length because I believe in trying to get at the 
truth, and nothing helps 40 much in that direction as tras discussion. 

ince your statement to which this is a reply was publicly made I shall 
take the liberty of making public this reply. 

With kind personal regards, 

Very truly yours, 
Witnux La Roe, Jn, 
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